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Dear ChairMan Powell. 

In the context of our recent examination of satellite television reauthorization legislation, 
the Commirree on Energy and Conmace has been engaged in discussions concerning the 
efficacy of providing a la carte and hmd-tier s m c e s  to cable and satellite subscribers. As 
the members of the Committee have ~scussed  these issues, some have indicated that they do not 
have sufficient infomiation to make a I informed decision on the potential ments and drawbacks 
of proposals which would allow mi Iti-channel video programming distributors (,MVPDs) to 
offer pmgramming to their consumers on an n la carte or themed-tier basis. 

Therefore, Commirtee membe:; desire insight from the Federal Communications 
Commission (the commission) rn assist them in r0rming their judgments about these issues. 
Accordingly, we request chat the Coliunission submit a report to chis Committee by November 
18, 2004 that answers questions rela$ng to the abiliry of MVPDs IO volunrarily provide their 
customers programming on an n la curtc or themed-tler basis, in addition to broadcast basic and 
expanded basic tiers that may alreadt be sold. The repoa should address, at a minimum, the 
follow~ng. 

HISTORICAL 

Do MVPDs currently have the option IO purchase channels from programmers on a sraad-alone 
bans, such that they could, if they ck~sc, off- programming to consumers on an a la curie 01 
thacd-tier basis? Whai are the limitadons, if any, on their flexibility to do so? what statutory or 
regulatory action would be needed to rrmow any such limitations? 

RATES 

What would rhe impact be on retail i;lter to consumers if programmers w a e  required to offm 
their programming to MVPDs exclusively on a stand-alone basis, and could not also offer 
pnryamming on a bundled basis ior 17 cx or ai a dlscountea rate': 
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Whar would the impact be on retall r w s  to consumers if programmes, in addition to the 
currently offered packagw, wen requirzd to allow MWDs to offer their programming on an a [a 
curte 01 thmcd-tier basis if the hfl”D chose to do so? 

Can MVPDs currently offer a Zu curte and themed-tier service in addition to the packages 
currently offered, such as basic and expanded basic? Can Ihe same mverse of channels be 
offcred both on a basidexpanded basic basis, as well as an a ZQ C Q ~ C  or thmcd-her basis? 
HOW would an D la curte or theme-tiered approach affect a network’s abiliy lo attract 
advertising revenue? Would the nupact change depending upon whether an MVPD subscriber 
had to purchase a basidexpanded basic tier before purchasing Uhonal channels on an u 10 
curre busis? How would an u la cme ‘ir themcd-tin option, in addition to packages currently 
offered, affect a network‘s abiliv io atmct advcltising revenue? 

What effect would u la carte or themed-tier have on a network’s per-subscriier license fees? 

&e there networks that have migrated &om being offered on a tiered basis to an u la curfc basis, 
or vice versa? What was the effect of this migration on the network’s economic viabiliry and cost 
IO consumers? 

RETRANSMISSION CONSENT 

How have broadcast networks and affiliate p u p s  used r h  retransmission consent process to 
expand carnage of affiliated programming? How has this affected rates for MVPD offerings for 
consunim7 

Do the rules governing retrannmssion consent and must-carry limit consumers’ ability to select 
their own programming? zf so, how? 

DNERSI’N OF PROGRAMMING 

What effect, if any, would the voluntary off- of u lu curfe or thcmed-tier service have on the 
abiliry of independent, niche, religious, and ethnic programming to continue to be carried or 
launched? 

RURAL AND SMALLERMARKETS 

Dacribe the programming cost differential for the largest cable and satellire companies and the 
smallest independent MVPDs in smalls markers and rural areas. What is &e “volume discount’ 
lo the  large^ companies? 

What percent of total cxpenses do smaller MVPDs in smaller markets and rural areas a ~ b u t e  to 
programming, and how does this compare to the Iargest cable and satellite companies? 

What would be the impact on the programming costs ofsmaller MVPDs ifthcy wwc to purchasc 
programming on a stam-alone basis rather than in bundles? 

What would be the impact on the programming costs of smaller MVPDs if they were allowed to 
offer u la curfe or themed-tier service m addition to hundled p ~ k n s c r 7  
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SET-TOP BOXES 

k an addressablc converter box m p r e d  for evuy television set on whjch a wnsumcf might 
wsh IO view programming offered on mu la curre or thmcd-tier basis7 What IS the number of 
television sets that are not currently ;mccted to addressable convener boxes? What arc the 
costs to consumers of buying or leasing these. boxes9 

Is an addressable convmtcr box rcquLcd for every tclevlsion set on which a consumer might 
wish to view digital programming? Is it hue that a la carte or themcd-ticr services can only be 
offercd on a digital basis? Wha1 pment of cable and satelhtte distributors offcr digital 
programming to their subscribers? What percent of co21sumers currently subscribe to digital 
progamming packages? 

What impact would Q ZQ carte and themed-tier service have on the unidirectional Plug-and-Play 
regulations, and on the ongoing discussions regarding potential bi-dirccbonal Plug-and-Play 
regulations? 

LEGAL AND REGULATORY QUESTIONS 

Is rhme any rcason 10 mat cable and satellite operators differently with regard to the u Zu carte 
and thcmcd-tier scMcc? 

Would MVPDs be in compliance with the must-carry rules so long as they offered all local 
lxoadcast stabons on an u fa carte or rhemed-tier basis, or would the must-carry rules prohibit 
MWDs from offering local broadcast stations on an a fu curre or themed-tier basis? 

What, if any, Constituuonal or other legal questions are raised by programmers' ability to bundle 
servrces through retransmission consen< regional sports contracts, and national programming 
conuacts for marquee programmmg? 

What, if any, Constituhonal or other legal questions would be raised if Congress required 
p r o g a m m a  to offer rheir channels to MVPDs on a stand-alone basis and prohibited them b m  
requiring carriage of their programming on particular tiers? 

what, if any, Constitutional OT other regal questions would be raised if, In addition to currcnrly 
offered packages, Congress required programmrs IO allow MVPDs to voluntarily offer their 
channels on an n la carte or themed-tis basis? * Joe arton 
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- 
Fred Upton 
Chairman 
Subcommittee on Telecommunications 

. 
and the Internet 

cc: Commissioner Kathleen Abemathy 
Commissioner Kevin Martin 
Comnussioner Michael Copps 
Commissioner Jonathan Adelstein 

RankingMember 
Subcommittee on Telecommunications 

and the Internet 


